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this section, that any such applicant is
a covered borrower.

(b) The creditor may, but is not re-
quired to, verify the status of an appli-
cant as a covered borrower by request-
ing the applicant to provide a current
(previous month) military leave and
earning statement, or a military iden-
tification card (DD Form 2 for mem-
bers, DD Form 1173 for dependents), as
described in DoD Instruction 1003.1,
Identification (ID) Cards for Members of
the Uniformed Services, Their Depend-
ents, and Other Eligible Individuals, De-
cember 5, 1997. Upon such request, acti-
vated members of the National Guard
or Reserves shall also provide a copy of
the military orders calling the covered
member to military service and any or-
ders further extending military serv-
ice.

(c) The creditor may, but is not re-
quired to, verify the status of an appli-
cant as a covered borrower by access-
ing the information available at http:/
www.dmdc.osd.mil/mla/owa/home.
Searches require the service member’s
full name, Social Security number, and
date of birth.

(d) This part shall not apply to a con-
sumer credit transaction in which the
creditor rolls over, renews, repays, refi-
nances, or consolidates consumer cred-
it in accordance with §232.8(a)(1) if
§232.5(a)(1) and §232.5(a)(2) applied to
the previous transaction.

§232.6 Mandatory loan disclosures.

(a) Required information. With respect
to any extension of consumer credit
(including any consumer credit origi-
nated or extended through the inter-
net) to a covered borrower, a creditor
shall provide to the member or depend-
ent the following information clearly
and conspicuously before consumma-
tion of the consumer credit trans-
action:

(1) The MAPR applicable to the ex-
tension of consumer credit, and the
total dollar amount of all charges in-
cluded in the MAPR.

(2) Any disclosures required by Regu-
lation Z (Truth in Lending), 12 CFR
part 226.

(3) A clear description of the pay-
ment obligation of the covered bor-
rower, as applicable. A payment sched-
ule provided pursuant to paragraph

§232.7

(a)(2) of this section satisfies this re-
quirement.

(4) A statement that ‘“Federal law
provides important protections to reg-
ular or reserve members of the Army,
Navy, Marine Corps, Air Force, or
Coast Guard, serving on active duty
under a call or order that does not
specify a period of 30 days or fewer, and
their dependents. Members of the
Armed Forces and their dependents
may be able to obtain financial assist-
ance from Army Emergency Relief,
Navy and Marine Corps Relief Society,
the Air Force Aid Society, or Coast
Guard Mutual Aid. Members of the
Armed Forces and their dependents
may request free legal advice regarding
an application for credit from a service
legal assistance office or financial
counseling from a consumer credit
counselor.”

(b) Method of disclosure. (1) Written
disclosures. The creditor shall provide
the disclosures required by paragraph
(a) in writing in a form the covered
borrower can keep.

(2) Oral disclosures. The creditor also
shall provide the disclosures required
by paragraphs (a)(1), (a)(3) and (a)(4) of
this section orally before consumma-
tion. In mail and internet transactions,
the creditor satisfies this requirement
if it provides a toll-free telephone num-
ber on or with the written disclosures
that consumers may use to obtain oral
disclosures and the creditor provides
oral disclosures when the covered bor-
rower contacts the creditor for this
purpose.

(c) When disclosures are required for re-
financing or renewal of covered loan. The
refinancing or renewal of a covered
loan requires new disclosures under
§232.6 only when the transaction would
be considered a new transaction that
requires disclosures under the Truth in
Lending Act, as implemented by the
Federal Reserve Board’s Regulation Z,
12 CFR part 226.

§232.7 Preemption.

(a) Inconsistent laws. 10 U.S.C. 987 as
implemented by this part preempts any
State or Federal law, rule or regula-
tion, including any State usury law, to
the extent such law, rule or regulation
is inconsistent with this part, except
that any such law, rule or regulation is
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§232.8

not preempted by this part to the ex-
tent that it provides protection to a
covered borrower greater than those
protections provided by 10 U.S.C. 987
and this part.

(b) Different treatment under State
law of covered borrowers is prohibited.
States may not:

(1) Authorize creditors to charge cov-
ered borrowers rates of interest that
are higher than the legal limit for resi-
dents of the State, or

(2) Permit the violation or waiver of
any State consumer lending protection
that is for the benefit of residents of
the State on the basis of the covered
borrower’s nonresident or military sta-
tus, regardless of the covered bor-
rower’s domicile or permanent home of
record, provided that the protection
would otherwise apply to the covered
borrower.

§232.8 Limitations.

(a) 10 U.S.C. 987 makes it unlawful for
any creditor to extend consumer credit
to a covered borrower with respect to
which:

(1) The creditor rolls over, renews, re-
pays, refinances, or consolidates any
consumer credit extended to the cov-
ered borrower by the same creditor
with the proceeds of other consumer
credit extended by that creditor to the
same covered borrower, unless the new
transaction results in more favorable
terms to the covered borrower, such as
a lower MAPR. This part shall not
apply to a transaction permitted by
this paragraph when the same creditor
extends consumer credit to a covered
borrower to refinance or renew an ex-
tension of credit that was not covered
by this part because the consumer was
not a covered borrower at the time of
the original transaction.

(2) The covered borrower is required
to waive the covered borrower’s right
to legal recourse under any otherwise
applicable provision of State or Fed-
eral law, including any provision of the
Servicemembers Civil Relief Act (50
U.S.C. App. 10 U.S.C. 527 et seq.).

(3) The creditor requires the covered
borrower to submit to arbitration or
imposes other onerous legal notice pro-
visions in the case of a dispute.
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(4) The creditor demands unreason-
able notice from the covered borrower
as a condition for legal action.

(5) The creditor uses a check or other
method of access to a deposit, savings,
or other financial account maintained
by the covered borrower, except that,
in connection with a consumer credit
transaction with an MAPR consistent
with §232.4(b):

(i) The creditor may require an elec-
tronic fund transfer to repay a con-
sumer credit transaction, unless other-
wise prohibited by Regulation E (Elec-
tronic Fund Transfers) 12 CFR part 205;

(ii) The creditor may require direct
deposit of the consumer’s salary as a
condition of eligibility for consumer
credit, unless otherwise prohibited by
law; or

(iii) The creditor may, if not other-
wise prohibited by applicable law, take
a security interest in funds deposited
after the extension of credit in an ac-
count established in connection with
the consumer credit transaction.

(6) The creditor requires as a condi-
tion for the extension of consumer
credit that the covered borrower estab-
lish an allotment to repay the obliga-
tion.

(7) The covered borrower is prohib-
ited from prepaying the consumer cred-
it or is charged a penalty fee for pre-
paying all or part of the consumer
credit.

(b) For purposes of this section, an
assignee may not engage in any trans-
action or take any action that would
be prohibited for the creditor.

§232.9 Penalties and remedies.

(a) Misdemeanor. A creditor or as-
signee who knowingly violates 10
U.S.C. 987 as implemented by this part
shall be fined as provided in title 18,
United States Code, or imprisoned for
not more than one year, or both.

(b) Preservation of other remedies. The
remedies and rights provided under 10
U.S.C. 987 as implemented by this part
are in addition to and do not preclude
any remedy otherwise available under
State or Federal law or regulation to
the person claiming relief under the
statute, including any award for con-
sequential damages and punitive dam-
ages.
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